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THE PRESIDEtH HAS SEEt! 
"-{'1-17 THE WHITE HOUSE 

MEMORANDUM FOR THE PRE 

FROM: Bruce Reed 
Elena Kagan 

WASHINGTON 

May 17,1997 

NT 

RE: DPC Weekly Report 

c:9-1 8 8 t-f~ ~ S.­

f: G-o 00- J..-I 
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1. Housing Bill: The House passed, by a vote 293 to 132, a bill to reform the system of 
public housing, most notably by reducing the percentage of extrem~ly poor tenants in public 
housing and making room for more of the working poor. The Administration objected to the bill, 
principally for its failure to target the most needy individuals. The Senate bill is far closer to our 
own proposal, and we will work hard there to incorporate our targeting provisions. Some 
Democrats in the House also objected to a provision in the bill requiring unemployed tenants to 
perform eight hours of community service each month, but the Administration has long 
supported this proposal. Perhaps the best part of the bill is a provision that prevents rent from 
rising automatically with income, which should remove a disincentive to getting off welfare. 
The bill also includes $290 million in grant money to fight crime in public housing. 

2; Welfare -- Fair Labor Standards Act: We announced yesterday that the Fair Labor 
. Standards Act would apply· to welfare recipients in workfare programs in the same way ,it- applies - ."' .. --. 
to all other employees. To try to alleviate state concerns, we made clear that we would take 
administrative action to ensure that food stamps, as well as cash assistance, would count toward 
ft:!~ minimum w~. We also indicated, consistent with the position we have taken sin~1994, 
that we disfavor counting payments to workfare participants as wages for FICA and EITC 
purposes. Notwithstanding these efforts to ease state concerns, our decision immediately came 
under attack from Republican -- and also some Democratic -- governors. In addition, Clay Shaw 
sent a letter to you yesterday calling the decision "a serious setback for state efforts to move 
recipients into jobs" and offering his assistance "if your Administration thinks your hands are 
tied by the current labor laws and wants Congress to fix them." We are meeting Monday with 
agency representatives and also with labor union leaders to devise the best strategy for 
countering attacks on our decision. 

3. Welfare -- Privatization: HHS and USDA formally notified Texas that it could not 
privatize any aspect of the eligibility process for Medicaid and Food Stamps. Erskine will have 
one meeting nextweek with members of the Texas delegation who oppose the decision -- and 
another with members who support it. Meanwhile, the Texas legislature is considering new 
legislation on the issue. One bill, passed by the House a week ago, allows private companies 
only to design and develop computer systems, in line with the Administration's policy. Another 
bill, supported by Governor Bush and reported out of a Senate Committee, also authorizes the 
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~privatization of eligibility functions in the event the federal govemment ever allows it. In 
negotiating with Texas, HHS and USDA representatives raised the possibility of a sub-state, 
time-limited demonstration project involving privatization of eligibility functions, but Texas was 
not interested in this approach. The Administration will soon have to decide whether to grant a 
request from Wisconsin for just this kind oflimited, county-based privatization project. 

4. Welfare -- GAO Report on Benefit Terminations: A new GAO study, requested by 
Sen. Moynihan, examines waivers that permitted 33 states to sanction AFDC recipients by 
terminating benefits, usually for refusing to comply with work requirements. The GAO found 
that 14 of the 33 states did not terminate any benefits, while another 7 terminated benefits in 
fewer than 100 cases. The report studied in depth the three states with the most terminations: 
Iowa, Massachusetts, and Wisconsin, which had 13,000 of the 18,000 terminations nationwide. 
All three have had above-average caseload reductions (23% in Iowa, 37% in Massachusetts, and 
49% in Wisconsin since 1993). The terminations do not directly account for these caseload 

~ 
reductions: each of the three states terminated less than one percent of its caseload. The 
termination policy, however, may well contribute to caseload reduction in a more indirect 
fashion; each of these states reported anecdotal evidence that the policy encourages people to 
move toward work or discou.r:ilges them from applying fQr benefits in the first place. 

". '.' .,' ' . , ... -. ," -." , -. '". "~- ::-,...; , .' - \. ..... . . '. ", ... " , 

The GAO report did not make many findings about what happens to recipients orice they 
lose benefits. The report did note, however, that approximately one-third of those losing benefits 
later regained them after agreeing to comply with state requirements. In addition, the report 
found that although the waivers permitted those losing AFDC to keep food stamps and Medicaid, 
the actual receipt of these benefits fell significantly, presumably because families did not take the 
necessary steps to keep these benefits after losing AFDC. 

5. Children's Health: We are working with HHS to complete a report that you will 
release at a radio address on children's health, currently planned for May 24. The report 
discusses the reasons that children lack coverage and underscores the health and developmental 
problems that uninsured children suffer. The report concludes that we can build on the success 
of Medicaid and state programs to expand health insurance coverage to millions more children. 
We are also looking for dates for either you or the First Lady to participate in an announcement 

. by Kaiser Permanente that it will spend $100 million over the next five years to insure 
approximately 50,000 children. 

6. Cloning: The National Bioethics Advisory Commission (NBAC) will hold its final 
public meeting on human cloning today and will present you with its report the week of June 9. 
The report will find that human cloning violates ethical standards (focusing on the risks it poses 
to developing embryos) and that a ban on human cloning will not impede scientific progress. At 
the least, NBAC will call for a continued voluntary moratorium on human cloning. In all 
probability, the Commission will go further and call for legislation prohibiting human cloning. 
The legislative recommendation has proved controversial because some commissioners fear that 
Congress will draft overbroad legislation and/or refuse to amend the legislation in any way as 
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science evolves. We expect NBAC to resolve this issue sometime next week, perhaps by 
recommending a specific, narrowly tailored prohibition with a sunset provision. 

7. Education Standards and Testing: Rep. Goodling offered an amendment to the 
flood relief bill that would have prohibited the Education Department from spending any funds 

4, to develop national tests, but the House ruled the amendment out of order. In the course of 
_17~~ discussing this amendment with Goodling and others, we refused to commit the Administration 
N to seeking specific congressional authorization before implementing the tests. We believe, 

3 

"'tv however, that we should try to reach an accommodation with Congress on this issue in the near 
<A,.... , \ future. Although we are still discussing options, we think the best idea may be to propose as part 

/1I'-JU:! V ~ of the reauthorization ofNAEP that the National Assessment Governing Board assume 
~ respo~si~ility for the individual tests, much as the Board now oversees the statewide NAEP 

exammatlOns. 

8. Secret Service Uniformed Division Unionization: You recently asked about the 
response of other agencies to the Treasury Department's argument that allowing Secret Service 
Uniformed Division employees to unionize would place the government on a slippery slope to 
eliminating Executive Order 12171. We are attaching a copy of that E.O., which lists the units in 
the Departments of Treasury, Defense, Justice, Transportation, and Energy currently prevented 

. ," .' ",,, " "'from unionizing for security reasons. When we asked theotherdepartments about exempting' 
Uniformed Division employees, (1) DOE said it had no objections, even though it is facing a 
similar request from its Nuclear Materials Couriers, because it can distinguish these employees 
from Uniformed Division personnel; (2) DOJ expressed no view, stating that employees of its 
covered units (the DEA and Marshal's Service) probably would not seek unionization; (3) DOD 
also expressed no view, stating that its covered units are different enough from the Uniformed 
Division to prevent them from "being pulled in;" and (4) DOT, which some years ago faced a 
unionization request from its Federal Air Marshals, expressed a "mild concern" of a "ripple 
effect," but stressed that this concern was indeed "mild." 
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and Dudld. 1"he Direclor may. from lime 10 time. dcsia.ate 
een or 'Ienee or the Federal Oovemnaent to perform any or all ~ 
the rlllCtioal ltereby delel.ted to the Director, lIabjeclto ... inIInco 
tbta, limitations, lad direc:lionl u tile Direclor deems appropriate. 

III 

a.. .... 5-f.~1 Clvlllen ,." ..... 1 

............ The head or an P..ecutlve .. enc)l reoponoible few lhe ad .. in .... 
Feder.I Oovernment r-aiorI ptan withill the _ina or 
d IIle Buqet ad Accoundng Procedures Act o( 1950 

U.S.C. 68c:). ellcepl aubleclion (aX9) and (b). Ihali 
!hal administralnr. or lhoe pIa .. comply with the form 

ADd Imle uf liIing .. rcquirud by lite Din.octor of lhe ()(f'ICC or 
.... ...,lIeIIt and Buded. 

Subject 10 IIIe provilions or Seelion 1-101 01 thia Order, and 
IItsence or any c:onlrary delegatiDa or direclion by &he Director 

Sec:retary or the T raaury. with reapecl 10 Ihc developmml of I"; 
II1II content of the annual reporta, aball perform &he fullCtioas IIC:t 
In Seclion I2l(a) of tlte Oudget and Accountins Procedures Ael 

flI95O, • ..-bI (31 U.S.C. 6 .. ). In performioa Ih. function, lhe 
·lIecnwy shall allO be responsible for conaulting wilh Ihe Comptroller 
0atenI. ,.. 
~ .. ...". 0nI .. 12196-Omtpa"-l ..... , .nd "",,II , ....... lor . ........... ,... 
0: 

, SatJaq, The ...... Ioiooo. of E...,ut!ve Ordet 11196 or Foil. l6, 1910. _r al 4, FR 
J CFa, 19111 c..",. p. 145, ................. -..t. 

. ! . By &he .Ulhoril~ veiled in me III l'reaident by the ConsIilUl;o" and 
"'uta or lhe 1I~1I1c:<1 StnlC'll nf An ...... icA, i''''hKling ~1ion 7902(e) or 

S or lbe Unlled Siaies Code and in KCOnI wilh Seclioll 19 or lhe 
~:uplt.ion,al Safety .nd He.llh Acl of 1970, as amended (29 U.S.C. 

.. 661). II ordered: 
I-I. Scope of ,It Is OrrIu. 

, 1-101. This order applies 10 an agencies or Ihe Elccutivc B,uch 
mili1ary rer-net and uaiquely lIIililary equipment, system .. and 

~ Gpel'llliotIa. 
, I-IOL For lhe purposea oIlhia order. Ihe term ".gency" means an 
I!Ieculive ~rtl1leltt, III defined in , U.S.C. 101. or Iny elllploying 

01' authont, of the Federal govemmenl, other &han thole or the 
&lid legislalive branches. Since aec:lion 19 d &be Occupalioall 

and Heallh Act ("&he Acl") coven all Federal employee\, how­
. ~ Secretary 01 Labor ("Ihe Secrelary',) .hnll cooperate .... con­
.. With !he he8da or agencies ill !he legiaJalive and judicial branchea 
ollbe .overament 10 ltelp them adopl .. fely and heallh programs. 

1-2. IItGt1$ nf "~"cirl. 
'. 1-101. 1"be head d each 'g('ftC)' shall: 

Ca) Furnish to enIf.'lnyeC8 rlilea and c:ondlllnn.\ of emrlnYlIIeII1 lhat 
lie tree from re~:",gllllll!ll ha,.nrdw lhal are causing or .re likd, 10 c.use 

. "Ih or aeriola pllYlical harm. 

.. (b) Operale .... nceupall~I ... rety end health proar.m In accnrd .. c:e 
with &he requirements of Ihtl order and basic program elcmeal, prol1lul. 

. by the Secretary. 
(c) Desigllo .. lc all ngelley "mt'inl wil" KufficlclIl aullll,'.y III ,epresenl 

.- btleml and IUpport lIr the agellcy hcad 10 be ,esponsible ror the 
lllall8tme11t and administration of tlte a,eney occuplllOllll lIfety and 
WIb pro,ram. 

i 


